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change comes over us; our pain becomes more and 
more indefinite, our pleasure more and more definite. 
The earliest economists always endeavored to meas- 
ure wealth in terms of pain. What is the dollar in 
your mind ? Is it certain efforts that you have put 
forth, or certain pleasures that it will bring ? I 
measure the dollar not in terms of what it cost but 
in terms of what I can get out of it. It seems to me 
that it will not do for the economist of the future to 
measure in terms of pain. We must recognize the 
change that is going on and find our ultimate stand- 
ard in terms of pleasure. We have moved from the 
point where the theory of cost was fundamental to a 
point where the theory of pleasure is fundamental. It 
may be that our ancestors were conscious that if they 
did not work they would have a hungry stomach, but 
we do not know what it is to be hungry. 



The Idea and Definition of Value. 

BY PROFESSOR FRANKLIN H. GIDDINGS, OF BRYN MAWR COLLEGE. 



If we classify the different conceptions of value 
that have figured in economic literature since the 
days of John Locke we shall find no less than five 
great groups or classes of definitions, under which 
there are no less than twelve species. In all these 
definitions we find an idea of utility or of disutility, 
and an idea of measurement. Recent thinking has 
led us farther and farther along the path toward a 
definition of value in terms of utility. But in my 
judgment the definition that identifies subjective 
value with subjective utility is cardinally defective. 
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It leaves out one whole order of mental processes. 
Men do not value goods directly in terms of a feel- 
ing now actual. They value them in terms of a 
judgment about an anticipated or foreseen feeling. 
The feeling that one man will have in satisfying a 
future hunger may turn out to he one thing, and in 
the case of another man it may turn out to be a very 
different thing, and yet because they have different 
degrees of intelligence they may, in anticipation, 
estimate their future feelings equally. If, then, we 
take the element of judgment into consideration, 
and if objective value is derived from subjective esti- 
mations by a process of comparison or bidding in 
the market, market values will vary, though subjec- 
tive utilities should remain the same, according as 
the community is ignorant or intelligent; according 
as it is homogeneous, or composed of classes, some 
intelligent and some ignorant. That is to say, if 
men are divided into social groups, some of which 
have what we call an advanced standard of life, 
while others have what we should call a very low 
standard, such different groups will estimate com- 
modities very differently, though their subjective 
utilities in actual consumption should happen to be 
exactly equal. Therefore, whenever the process of 
estimation comes in between one end of the chain of 
economic phenomena and the other end (that is, 
between cost of production in terms of labor, and 
consumer's surplus in terms of final utility), market 
values will vary according as there is, or is not, not 
only freedom of commercial exchange, but a certain 
process of intellectual exchange going on between 
one class and another; according there is or is not a 
tendency to bring the standard of life of one class 
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up to the standard of another class, and so bring 
about equal estimations of equal utilities. 

Now if we have a group in society consisting of 
men who see far into the future, who know to-day 
how great will be the desire of society five, ten or 
fifteen years from this time for certain kinds of pro- 
duct placed in certain ways, or put together in cer- 
tain combinations, these men will, of course, take 
advantage, at the earliest opportunity, of every means 
of controlling the agencies or avenues through which 
those goods may be placed in the distant future. 
They will devote all their energies — working long 
days and accumulating capital — to accomplishing 
whatever is necessary to enable them, when the time 
comes, to satisfy the wants which, they foresee, 
society will then experience, but which society itself 
does not foresee as yet. The men who, thus seeing 
ahead, substitute the new combination or contrivance, 
the bright idea, the new thought, for the abstinence 
or the effort of prolonged labor, that society would 
otherwise endure, obtain monopoly values; that is to 
say, they secure rewards that are measured by the 
difference between the estimate that they have made 
and the estimate that society has made of the future 
value of some utility, such as an invention, an oppor- 
tunity or a privilege. Granted that they often em- 
ploy dishonorable means to obtain possession of privi- 
lege and opportunity, granted that these ought often- 
times to be retained by society, these things do not 
touch the question of the cause of monopoly value. 

In my judgment, therefore, the question of value 
is not altogether one of a ratio of pleasure to pain, or 
of an equilibrium of pleasures and pains, it is one 
also of an equating of judgments about pleasures and 
pains. 
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Discussion. 
Professor Ely: I would like to say one word on 
Professor Giddings' paper. I am heartily in favor of 
dpductive reasoning, but it seems to me necessary to 
bring results into connection with facts. I believe 
that there is something in the reproach brought 
against us that we have been mere students. It seems 
to me that we have been reasoning and describing an 
ideal world. If it had been said that we Avere talk- 
ing about something which does not exist but which 
might exist it would be all right; but the worlds 
which have been described to us are not the worlds 
which exist. It seems to me that you cannot bring 
what Professor Giddings has said into harmony with 
the facts as they exist, and with which a number of 
us are more or less familiar. I try to bring this 
"bright idea" of Professor Giddings, which explains 
monopolies, into harmony with the street car prices of 
Baltimore, about which I know something, in regard 
to the inside facts. I find a street car company yield- 
ing say 17 per cent, on its capital actually invested. 
I say it is an economic surplus, something over and 
above the return of labor and capital which cannot 
be explained by any bright idea at all; for in the 
whole history of the management of the street car 
company there is no trace of any bright idea. I have 
never seen as poor service elsewhere in this country 
or in Europe. There was no special enterprise, there 
was no bright idea, there was no planning ahead at 
all which explains this surplus; it is a sum over and 
above the return of labor and capital. The problem 
which I am working at is this: What is the actual 
amount of this economic surplus, what does it amount 
to in our society to-day ? I say it is the explanation of 
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the great fortunes of to-day. The five per cent, bonds 
of that street car company sell for 111. The stock 
ought to yield more than the bonds because there is 
a slightly greater interest. Six per cent., I think it 
is fair to say, is a legitimate return to capital in that 
industry. Then there is a surplus of 11 per cent., an 
economic surplus of which I claim Professor Giddings 
has given no scientific explanation whatever. I want 
to fix attention on the strictly scientific aspects of 
this question of monopoly. I do not believe Profes- 
sor Giddings has answered the question I have 
raised. I do not believe Professor Clark has answered 
these questions. It seems to me that the question of 
urban rates has been dodged and evaded by those 
who have discussed this question. 

Professor Giddings: I suppose it will be admitted 
that it is one necessary feature of scientific treatment 
that your opponent's position should be understood 
as stated. Professor Ely misunderstands my state- 
ment. I should say that it was a fairly bright idea, 
when a street car company foresaw so many years 
beforehand what the demand of a people for trans- 
portation would be, that it became able, while pro- 
viding for the need so wretchedly as Professor Ely 
describes, to get such dividends as he speaks of. 

Professor Ross: It seems to me it might be a very 
bright idea for the community to step in and intercept 
the dividends. Aside from that, however, it seems to 
me that Professor Clark's theory of value is true if we 
assume a statical economical condition of society; but 
a dynamic condition of society means a substitution of 
this bright idea for the former element of labor; the 
substitution of this bright idea for disutility; and here 
it seems to me we have a factor that disturbs the level 
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of value that Professor Clark's formula would reach. 
There are two cases that might arise. The bright idea, 
after it is once produced, can be indefinitely dupli- 
cated. The commodity it cheapens can be thrown 
on the market in quantity until finally the value 
once more can be ascertained by Professor Clark's 
formula. Take an article whose ordinary cost is 25. 
There is an invention that lowers the cost to 18. At 
the beginning the article will sell for 24 on a market 
that is paying 25, but finally the price drops to 18. 
Suppose, however, by any kind of method you can 
prevent this competition that increases the supply 
and hence brings the value down once more to mar- 
ginal disutility; suppose you are able to build a wall 
around the industry. It seems to me it might be a 
bright idea in society to breach this wall wherever it 
is set up. If society can break down this wall and 
let this outside competition become internal competi- 
tion, then Professor Clark's formula will again apply. 

Professor Clark: I can put a very concrete case 
before the Association, in connection with the street 
car monopoly. Why are street car fares all five 
cents ? The reason is not in the individual pain of 
any of the street car men; it stands in no commen- 
surable relation to that pain, but it does stand in in- 
timate relation to the final pain of the laboring man 
who, without the street car line, would have to walk 
home. 

Professor Bemis: That seems to me to be true, 
but I question whether that is not in a certain sense 
substitution, and whether you are estimating value 
any more according to marginal cost of production or 
the marginal sacrifice of things which you actually 
buy. Are not you measuring a ton of coal, for in- 
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stance, not by the marginal difficulty of producing 
the coal, but by the marginal difficulty of procuring 
that which you would have to substitute for it if you 
did not use the coal ? To my mind that seems largely 
to destroy the application of the theory in the way in 
which it is intended. 

As to this other point of the bright idea as applied 
to monopolies, as far as my observation has gone in 
many cases there is no foresight, it is a mere blun- 
dering into the large income. I have looked into 
many private gas companies, and electric light com- 
panies, and street car lines, where there was no plan- 
ning years in advance, but where the development of 
the city or business has thrown it into their hands. 

Professor Farnam: I think the gentlemen who 
have so ably expounded the abstract questions that 
have been before us this morning will pardon me if 
I say a word on their part. The answers that they 
have made have not altogether satisfied me. It seems 
to me that when such questions as the horse car 
monopoly and railroads, etc. are brought up, en- 
tirely new forces are introduced which we have not 
intended to take account of in the explanations that 
are made of the theory of a standard of value. It 
seems to me that the question of gratuity comes in 
in many cases, and to complain that such a theory 
does not explain the horse car monopoly in Baltimore 
is simply to say that it does not explain that a man 
made a large fortune by marrying a rich wife. It 
seems to me that the discussion has gotten off on to 
a somewhat different line from that with which we 
started, and it is hardly necessary to try to explain 
all of these accidents of every day life, which I own 
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are of the greatest importance; — it is hardly neces- 
sary to explain that in this discussion. 

Professor Ely: I think I have heen misunder- 
stood. I do not say that these are not accidents, but 
this is my point: they are an essential fact of the 
present industrial system. What has it to do with 
this theory of value ? I think it has a great deal to 
do. I hoped that what I said would show some con- 
nection. Of course I did not have time to elaborate 
my idea, I have not made myself clear, I see. I did 
not wish to divert the subject from its theoretical 
aspect to the practical side, but I think that those 
facts which I have brought forward do bear upon 
the theory of value, as I hope I may hereafter have 
opportunity to show. I am not trying to explain 
how it is that somebody married a rich wife or any- 
thing equivalent to that, but I am dealing with 
theories which lie at the basis of our industrial life 
at the present day. 

Professor Patten: One phase of the matter, I 
think, has been entirely overlooked. I think that a , 
great part of the explanation of value is to be 
developed not from the theory of cost, but from the 
theory of surplus. There are one or two things 
which we must all accept, and they have to do with 
the effect of scarcity on value. Monopolies influence 
the distribution of surplus and their laws cstn be 
developed just as clearly as the laws that can be 
developed from a theory of cost. As I said at the 
start, so I say again, that to estimate in terms of 
pleasure rather than in terms of pain seems to 
me the better way. As time goes on I think we 
become more and more conscious of the fact that 
this question of monopoly is here not because some 
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men are sharper than others, or because of rings in 
violation of the law, but as an outcome of the in- 
crease of surplus over cost. What monopolies do 
is to recognize this fact and divert a larger share 
than is proper into their own hands through a care- 
ful study of the concrete forms that the surplus 
may be made to assume. 

Professor Folwell: In this effort to find a standard 
of value are we not seeking rather a ground or basis 
of valuation ? Value is an actual phenomenon to be 
accounted for as it may be, and to be separated from 
valuation. I am disposed to think that a better 
word than measure of value would be computation 
of value. It does not seem to me that in any proper 
sense of the term we can measure value. We can 
compute it. 



Value and Distribution as Treated by 
Processor Marshall. 

BY PROFESSOR F. W. TAUSSIG, OF HARVARD UNIVERSITY. 



Professor Marshall's "Principles of Economics" was 
welcomed immediately on its publication as the most 
important contribution to general political economy 
made in England since the days of John Stuart 
Mill. The temperate and scholarly attitude of Pro- 
fessor Marshall, his candor, his interpretation and 
conciliation of conflicting views, assured him warm 
praise from all quarters. In the present study of 
economic discussion, however, the general trend and 
character of the book, and its attitude on questions of 
economic policy, received a larger share of attention 



